Approved For Release 2004/10/08 : CIA-RDP79T00472A000700020022-6 


STAT 


MEKQRAinxm /; i ■ 

SUBJECT; SB Postwar Aid to Trance 


THE PICTSSI IS BUST 


France baa received sore OS aid since World tar II than 
any other single coos try. 


The total tiger# coses to Marly 10 billies dollars— 
over S billion dollars la economic aid, over 4 billion in military. 

Thin aid earn given on exceptionally generaus terse. Some 
four-fifths of It ess disbursed as grants, only one-fifth ex- 
tended as loans. 

IMMEDIATE POST-IAS A XX) 


Whoa the ear ended, Prance*# economy van badly shattered, 
and the need for capital investments te.g., nev rolling stock) 
vas urgent. This meant heavy imports, particularly since had 
harvests followed in the safes of the war; the balance -of -payments 
deficits of the Trench Sales reached staggering proportion# 

(two billion dollars is 1944 and again in 1947). 

be estimate that the 08 financed more than half of the 
deficit during this period before the Marshall Plan was in- 
augurated. Close to $3 billion ms provided through emergency 
loams <Bie»-Byraea agreement, two Export-Import loans, and loss 
from Maritime Commission). 

France utilised about a third of all the merchant-ship 
and other surplus-property credits provided abroad by the US 
Government . 

TgB TSBBIBL& TEAR 

The French cell the period from mid- l 947 to sid-1 94£ 

"The Terrible Year.” A bad harvest, runaway inflation, a 
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succession of Ceramist-instigated strikes all contributed to 
» mom of Blount lag catastrophe . Conscripts were celled up 
as the strikes grew sore end sore violent. The Minister of 
the Interior was actually sapping plans for the defease of 
Paris against a Ceramist attack from the south When the 
Marshall Plan agreement was signed. 

Clearly what steamed the tide was the prospect of Marshall 
Plan assistance. Its first effsct was to encourage the non- 
Communlst workers that there was a salvation beyond revolution, 
They left the Cmssuniet -control led labor movement, Ike second 
major effect was on the government Itself. With renewed 
assurance , it decided to stick with the Mosnet Plan for in- 
dustrial investment , confident that MS help in financing was 
forthcoming. 

By aid -1848 stability was returning to France. The 
Communists tried one more massive assault of strikes in the 
fall; significantly the Marshall Plan was a principal propa- 
ganda target. The government held firm; tranquility was re- 
stored; the economy began to move forward. Sever again was 
the Bepublic threatened from the left. 

The point is clear. A weak and impoverished France came 
close to a Common tat takeover. But the psychological lift 
provided by the beginnings of a new MS assistance program 
strengthened the government's resolvs to told its ground. (At 
annex is a view of what might have happened— a waspish picture 
of a "Soviet France.") 

UARKHATJf. FLAM AID 

In 1847, before Marshall Plan could be organised . the MS 
pitched la with an interim-aid program. France got almost 
three-fourths of the assistance we furnished lurope under this 
program, 

Marshall Plan aid arrived Juat in time to back up tba re- 
covery effort that was beginning to stow progress under the 
Menmet Plan. Today government funds finance only about a 
fifth of investment In France, tot in those days the 
figure was closer to half, and the government got its money in 
large part from the counterpart funds generated by American aid. 
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Tii# aid given to Franc* during this critical Marshall 
Plan period was virtually all in grants <3,3 billion dollars 
out of a total figure of 3.# billion). 


American aid — along with American military expenditures 
in France — was crucial for the restoration of France's geld 
reserves . In 1*32, for example, direct BE aid plugged about 
two .-thirds of Prance's balance -of -payment deficit. In addition, 
there was considerable indirect aid (credits extended to France 
by the European Payments talon which the US la effect financed). 

In 1*33, oar aid and military expenditures far exceeded 
the French balamce-of -payment* deficit. Frame* nan able to 
acquire $132 million in gold and foreign exchange ae a result, 
and was on its may to becoming the large holder of gold that 
It is today. 


MILITARY EAPEMbiltmxS IS LOCH IMA 


Luring the Marshall Plan period, the m was generous is 
helping defray the coat of the ear in Indochina, On the basis 
of French budget figures and our oen aid statistics, ee esti- 
mate that ee paid 33 percent of the cost, 1* considered this 
burden light by comparison with the French toll in lives, 
shedding as ee did some blood of our oen in lores. 

American help grew to such great proportions that the m 
was bearing tg percent of the cost of the ear by the time of 
the 1934 Geneva Conference. America gave Franc* bombers, trans- 
ports, tanks, pass, and sarshlps. 9S Air Force ground cress 
serviced French planes in Indochina, American civilian pilots 
ferried French paratrooper* and supplies within Indochina, In 
1934, the 93 Air Force was assigned to fly French Baton troops 
from France and Perth Africa to Indochina. 


MILITARY SIP&JIlITgRES - MATO 

Quit* apart from American aid disbursements , France has 
derived great national benefit from the MAYO infrastructure 
program. Since it «u adopted by SATO in 1W1, the program 
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fa J i L l0 ?. d0Uar * °* instruction of 
• CMBUBlCltieili MtMrk Of 
f €4 5 1 *I radJLo lissk ** »»<* laa4 Uses; 

facilitlaa 5,800 * 11 ** ° # pi *** Uit *®<* aaattsotb fttol storage 


3h# ***• co«aitt«il itwll to pay oror 1,3 billion 

*•**•»» tructaro la Suropo— 

^ f * 3 ^ baa spent for Infrastructure 

ttoaTlrS JEl !SJ°^?V tatl0,l * d ****** ***■ ***»« that 

tbirtaaa yoara baa financed about 3 » 

par coat of tbo cost of tbo SATO infrastructure sregraa, ai- 

tbmigrb «• ua« only i* to 30 percent of tbo facimfSTionatructoO 


About OM-thlrd of tbo HA TO infra® true tare pro gr as * w 
.xp.sdlturw B,v. h« i, hue., t*. mmt rtL. 

of tbo coat of tbo prog ran is is porceat . 


It should bo noted further that acme of tbeao 
iporo for port facilitioa used by Preach naval ^S^Kiii 
subsequently withdraw from cowuitsent to SATO. Svest af tar 

^JSSS^^SSTSJSitS^^ to “* k ** TO “““H 
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AXKKX 

Thm Shape of a Bolshevik France 

wul/L™ ^ difficult to ttflasu the conditions Frenchmen 

Surlt^Tho^I? IZJTZZl ! 8ol »* w i* *«wce. Presier 

Tkoro* would have bad no quale* about el Inina tine all 

SSSS^SS^iSeiSfr ths c «? — iS2S4^ 

r c * personnel . Franco would bar* mietiv 

08 *&ich the Fifth Republic strides 

ot problem, »lnS°thI^l»*or'dIcli*oM 1 ^Id 1 L«‘^ SmT 

tv *«o «ot only would the Soviets have utti* *« 
yrrnce, but the; would hern beea kuLrw foTwmt f.1 .Lf»I 

i w 1 f . ^"eererelT^ L tfi 1 f 5*** ***“ lhcorporetod lato 

f «r~i£* t * d Tr rl! ‘ :p ; to 

wotrt/j££bebl? be *" - - “T * ■ A **““•. ltMlf 

ot lieleg mold probebl; bo little better then Set at PoJJ^T 

Fresch sclent lets would have hv 4 a *arh «»i< M . 

to work M mteloar wupom, uleet lel md^ t.rn J il Wortuelt; 
i? * eetioml capacity . Frmce’e Strict at 

SStS^SSaSJi^ *— ltalt *- *• 

aad h *X! *?*“ ST** 4 thm bl ^F Indochina 

IT® liEII*? caapaigno. Premier Thorer would have shielded 

? h ??? I Aot * £l°® th * P*i*f«i dissolution of French tils 
with all forser French Onion territories a f 

would haw. opmod the »r for ^co^ t* K u I ,ol^? P ^f; tr !;, 

: h L^; y ? f "~ ch “ * “*«»* sss t : s? y 
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UTHER SCOBOKXC POXETS TMK FMXMCM MAT HAXSE 


IIS laveataonts ia Europe 

The French urgewat: The 88 is engaging is "ecoaoalc 
colonisation" by tski&f over European industries. French 
affiliates of m eoa^ssiss produce SO percent of the auto 
tires la France, 70 percent of the see ley aachlnes, 00 percent 
of the hell bearings. 

Bespoase: laves taent is a two-way street, last Europeaae 
have invested sere <98 billies dollars) la the 88 than Aaerl- 
caas have is Western Bar ope (28 billies dollars). 

It is tree that Vast Xaropeaas go is sore for portfolio 
holdings of Americas securities, vharoaa Aner leans are aahiag 
direct loves toasts— establishing or hoy lag up breaches, 
subs idler lea , aad other affiliates. Mowevar, test European 
direct laves taents is the 88 are atill aiseable. they ease 
to S§ billion dollars as of the ead of 1883 (cos (pared with 
18 billion of Asericaa direct laves toeate is Europe). tech 
European g lasts as Shell, 8s i lever, Olivetti, Pestle coatrol 
or have sizeable interests ia Asericaa affiliates. 

international Monetary Inf ora 

The French ar guns at : te have got to get hock to a gold 
standard or none close variant thereof, aador which payee ate 
balances between najor financial powers would ho settled 
whole ly or oaialy is gold, te dea*t want to go on taking 
year dollars instead of gold. It is our generosity is taking 
yotar dollars that has enabled you to hoop hoy lag tip Surepean 
companies, since yon could do so without lose of your gold 
reserves . 

Response : Aser lease, aloag with Xaropeaas, are giving 
a lot of thought to international aonetary refora. But we 
have got to guard against the defietioaary Inpact of a sharp 
decline in aonetary reserves, tech a decline will occur if 
central banks start holding only gold (rather than gold aad 
dollars) la their reserves, Jacques Xueff (close aonetary 
adviser of Be Outlie) edaita that going back fully to gold 
would require a general devaluation of currencies to counter- 
act the deflationary impact. Opinion in thin country, and I 
think ia neat of Europe, ia opposed to an international 
aonetary aye tea that would require occasional devaluations 
to avoid deflation. 
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